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MEWRANDUM 


TO    :  Carmen  M.  Garufo,  F.  A.  Stahl  Associates 

FROM   :  T.  Wall 

DATE   :  February  TO,  1970        '  = 

SUBJECT:  Rowes  Wharf-Boston  (Stahl /Carzis): 
Interim  Retail  Findings  Sum:nary 


With  Boston's  major  retail  concentration  for  shoppers  goods  along 
Washington  Street  in  the  downtown  area  and  in  the  Newberry  Street  Cor- 
ridor to  the  west  downtown  area,  little  opportunities  are  envisioned 
for  the  Rowes  V.'harf  site  generating  major  retail  trade  volumes.  How- 
ever, selected  speciality  stores  and  shops  v/ould  be  appropriate  here 
catering  to  nearby  office  workers,  transients  staying  in  the  on-site 
hotel  and  visitors  and  tourists  passing  through  this  area. 

Major  competition  for  retail  facilities  which  may  be  established 
at  Rowes  Wharf  will  come  from  nearby  downtov.n  outlets.  Also,  on  the 
adjacent  Harbor  Towers  site,  a  retail  program  is  planned  which  is  ex- 
pected to  embrace  a  total  of  27,000  square  feet.  This  project's  re- 
tail component  is  scheduled  below. 


Atlantic 

Ave 

East 

India 

Row 

Store  Type 

Square  reet 

Store  Type 

_^ 

Square  Feet 

Pharmacy 

2,295 

Liquor  Store 

1,922 

Gift  Store 

1,954 

Marine  Supply 

1,564 

Fanny  Farmer 

1,229 

Brig hams 

2,719 

Hosiery 

561 

Beauty  Shop 

1,376 

Food  Market 

6,885 

•  Bank 

3,174 

TOTAL 

12,924  S.F. 

Cleaners 

1,564 

Camera  &  Souvenir 

1,734 

TOTAL 

14,053 
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Based  upon  our  analysis  of  projects  similar  in  character  to  the 
ultimate  development  concept  for  Rov/es  Wharf,  between  30,000  and  40,000 
square  feet  of  retail  space  should  be  considered  for  planning  purposes. 
A  typical  retail  configuration  for  a  facility  of  this  scale  to  be  inte- 
grated into  the  Rowes  Wharf  project  v;ould  be  as  follows: 

Retail  Unit  Classification        Typical  Square  Footage 

Books,  greeting  cards  750  S.F. 

Leather  and  travel  goods  750 

Jewelry  store                   ■  650 

"I   Travel  agent  500 

Barber  shop  700 

/sank                      ■  2,500 

vwine  &  cheese,  gourmet  foods  1,000 

.  -/Pastries  &  bakery  goods  750  ■ 

Florist  1 ,000 

Art  gallery  &  artists  supplies  750 
Antiques  h.   interiors              '   1,500 

Tobacconist  500 

Mens  apparel,  tailor  1,000 

Womens  apparel  1,500 

Optician,  optical  goods  450     • 

Perfumes  &  beauty  aids          .  .  '  400 
Stock  broker                   '  .  1 ,000   - 

Cinema  10,000 

Gifts,  imports  1 ,000 
Other  retail           .1 ,300 

Misc.  Business  services  2,000 


TOTAL  30,000  S.F. 
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TO    :  Carmen  M.  Garufo,  F.  A.  Stahl  Associates 

FROM   :  T.  Wall 

DATE   :  February  9,  1970 

SUBJECT:  Rov/es  Wharf-Boston  (Stahl/Carzis): 
Interim  Restaurant  Findings  Suirr.ary 


Described  below,  in  summary  form,  is  our  preliminary  analysis  of 
restaurant  potentials  at  the  Rowes  Wharf  site. 

The  demand  for  food  and  beverage  purchases  in  eating  establsth- 
ments  will  come  from  four  principal  trade  classifications: 

1)  Household  residents  of  the  metropolitan  area 
~  Employee  lunch  customers 

-  Business  men's  lunches  and  dinners  • 

.-■  Family  and  other  groups  eating  out 

2)  Business  visitors  to  the  metropolitan  area 

3)  Convention  delegates  meeting  in  the  city 

.4)  Tourist  visitors  to  the  area  "     . 

Between  1970  and  1975  the  resident  population  of  the  Boston  Metro- 
politan Area  is  expected  to  increase  by  62,500  persons.  Annual  average 
sales  per  capita  within  the  Boston  area  have  been  calculated  and  based 
upon  the  population  growth  expectancy  during  the  first  five  years  of  the 
current  decade  and  additional  increment  of  $8.0  million  in  eating  estab- 
lishment revenues  is  expected.  Based  upon  average  annual  sales  rates 
per  restaurant  seat,  we  estimate  that  the  total  net  demand  for  increased 
restaurant  space  will  equal  approximately  4,500  seats  over  this  five  year 
period. 
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During  the  early  and  nTid-1960's  substantial  decreases  in  Boston^s 
restaurant  inventory  occurred  --  primarily  through  the  displacement  of 
eating  establishments  through  urban  renewal  and  other  public  action. 
Between  1953  and  1957  an  estimated  loss  of  nearly  4,500  seats  occurred 
in  the  metropolitan  area.  Based  upon  population  trends  during  1957  to 
1970,  this  inventory  loss  was  regained,  using  statistical  evidence. 
The  actual  additions  to  Boston's  restaurant  seating  capacity  is  unknown 
and  should  less  than  this  indicated  level  of  inventory  addition  have 
occurred,  opportunities  for  continued  restaurant  expansion  during  the 
early  1970's  is  very  favorable. 

Data  for  business  visitors  to  the  Boston  area  are  presently  un- 
available and  restaurant  purchases  from  this  component  can  not  be  sta- 
tistically determined.  Increased  restaurant  sales  volumes  generated 
from  Boston's  convention  trade  are  likely  during  the  period  imm.edi- 
ately  ahead.  Bookings  for  Boston's  1970  convention  business  indicate 
only  slightly  increased  activity  over  recent  years.  An  expanded  level 
of  delegate  attendance  is  expected  for  1970  —  307,000  persons 
trasted  with  between  255,000  and  274,000  attendees  during  1959  and  1958 
respectively.  This  increase  in  convention  attendance  will  stimulate 

l^r/^«.Av<iv<tiw>   .^b\i-.^   iii'v^v«wtv\wwt^    vi.kXv'*^   (w^t.11^    Iv-v^iO* 

Boston's  tourist  trade  continues  to  grow  and  generate  increasing 
patronage  levels  for  eating  establishments.  By  1975  the  number  of 
tourists  visiting  the  Boston  area  are  expected  to  reach  approximately 
1.25  million  —  an  increase  of  more  than  400,000  from  1970.  These 
tentative  forecasts  indicate  continued  opportunities  for  expansion  of 
Boston's  eating  establishment  inventory.  -  •   . 

Narrowing  our  focus  to  Boston's  Central  Business  District  —  the 
area  containing  the  Rowes  Wharf  site  --  sales  forecasts  for  restaurant 
facilities  indicate  an  increased  demand  for  approximately  1,800  seats 
between  1970  and  1975.  However,  a  separate  analysis  performed  for  eat- 
ing and  drinking  sales  generated  by  downtown  employees  only  indicates  an 
increased  demand,  over  the  same  period,  for  approximately  I ,300  seats. 
With  this  level  of  expectancy  for  nearby  office  and  other  workers  only, 
a  larger  overall  demand  for  eating  facilities  in  this  area  may  be  ex- 
pected. . 

preliminary  Conclusions  ■   • ■  • 

Opportunities  for  restaurant  space  in  Boston's  dov.ntown  area  will 
continue  to  expand  with  demand  being  generated  from  several  trade 
sources.  I'ith  increased  patronage  level  expected  to  be  experienced 
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from  all  sources  during  the  1970-75  period  an  estimated  total  demand  of 
approximately  3,000  to- 4,000  seats  may  be  expected.  Many  of  these  will 
be  in  small  and  convenience  type  eating  establishments  catering  to  the 
lunch  time  and  hi-turnover  trade.  Opportunities  for  establishing  a 
major  restaurant  at  the  Rowes  Wharf  location  are,  however,  excellent 
because  of  the  site's  proximity  to  dov.ntown  business  centers  and  tourist 
attractions.  A  restaurant  scale  between  500  and  750  seats  would  be  ap- 
propriate, in  our  judgement  at  this  location.  Translated  into  space 
requirements,  a  total  of  between  11,500-22,500  gross  square  feet  should 
be  considered  for  planning  purposes.   (This  assumes  a  total  restaurant 
space  requirement  of  between  23  and  30  square  feet  per  seat.) 


Statistical  data  and  demand  calculations  for  eating  establishments 
in  the  Boston  area  and  the  CBD  are  included  in  the  tables  which  follow. 
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Table  1.  EATING  E$TA3LISHyE\'T  TRENDS 

BOSTON  SMSA:      1963-75 


1953- 


V 


2/ 

1967- 


1970^^^ 


1975 


21 


Population 


2,643,000    2,708,200    2,760,400   2,822,900 


Per  Capita  Eating 
Establishment  Sales 


98 


$         128  $         128  $         128 


Total   Eating  Establishment 
Sales   (in  OOO's)  •      $260,092  $345,679  $353,331  $361,331 


Sales  Per  Establishment 
Seat 


$     1,303  $     1.7.71  $     1,771  $     1,771 


Total  Seats  in  Eating 
Establishments 


199,610 


195,188  199,509 


204,026 


1^1963  dollars. 
-''l967  dollars. 


Changes  in  Seat  Inventory 

1963-67 

-4,422 

1967-70 

4,321 

1970-75 

4,517 

167-75 

8,838 

\ 
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Table  2.  EATING  ESTABLISHMENT  TRENDS 

•     ■      BOSTOr^  CE?;TRAL   business  district:     1958-75 


Sales   in  Eating  EstablishTentsl^ 


Boston  S.M.S.A. 
City  of  Boston 
Boston  C.B.D. 


Boston  C.B.D. 
As  %  of  S.M.S.A. 


City 


19581/ 


1963- 


1/ 


(OOP's) 


1967- 


1/ 


$222,785 

$260,092 

$345,679 

107,110 

107,710 

141,854 

39.456 

44,908 

61,000- 

17.7% 

17.2% 

17.7%-' 

36.8% 

41.6% 

2/ 

43.0%-' 

197 


0^ 


18.0% 


1975 


3/ 


$353,331       $361,331 


63,600  66,850 


18.5%. 


-/current  dollars. 

-'Estimate. 

-^Constant  1967  dollars. 
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Table  3. 


SEAT  DEMAND  IN  EATING  ESTABLISHMENTS 


BOSTON  CBD:     1953-75 


Sales  in  Eating  Establish- 
ments  (OOO's) 


V 


1963- 


1967 


1/ 


197 


^ 


1975-'' 


,908  $61,000  $63,600  $66,850 


Sales  Per  Seat 


$  1.303  $  1,771  $  1,771  $  1,771 


Number  of  Seats 


34,465  34,443 


35,911 


37,747 


Changes  in  Seat  Inventory: 

1963-67 
1967-70 
1970-75 
1967-75 


-22 

1,468 
1.836 
2,304 


I'Current  dollars. 
-'^Constant  1967  dollars. 
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•  •  Table  5. 


Name 


I' 


.',  Branding  Iron 

".  Aquarium 

/.  Anthony's  Pier  4 

■'■■  Le  Bourguignon 
■.•Locke-Ober  Cafe 

Durgin  Park 
■ .  Au  Beauchamp 

Don's  ;. 

/  .  Maitre  Oacques 
■•;  The  Charles 
'.'Schraffts 
■■•;  Joseph's 
■  ■  The  English  Room 
.  Du  Barry 

Marliave 

Felicia's 


MAJOR  RESTAUR/-.:.'!  i::VEMTORY 
•     BOSTO'I  -  1970       ; 


Address 


Dinty  Itoore's 
."57  Carver  St." 

Fire  Chateaux 

Ken's  at  Copely 

Kevin's  Wharf 

Warmuth's  l/orld 

Les  Tuileries 

Omonoia 

Acropolis 
■  Cafe  Budapest 

Boraschi's 

Polcari's 

Stella's 

Boston  1800 

Dini's 

Oimrriy's  Harborside 

Half  Shell 

Union  Oyster  House 


}.:'-  22  Avery  St, 
,•..■■  57  Carver  St. 

5  Cambridge  Pkwy. 

549  Boylston  St. 
/  ■  254  Summer  St. 

-  ■  280  Devonshire 

'•.■-,■  37 OA  Commercial  Ave. 
.■:'  42  Stuart  St. 
:■;/■'  1680  Mass.  Ave. 
.■,;;,90  Exeter  St. 

-  793  Boylston  St. 
"...  283  Causev/ay 

'{:':•   9  Fleet  Street 

;■;.•  25  Lewis  St. 

:^,  ■  94  Tremont  St. 

/■■  248  Northern  Ave. 

■• ;.    743  Boyl  ston 

■41  Union 
■;•■  122  Canal 
■•     143  Stuart 

'.     Blossom  Court 

iV;-..  100  Atlantic  Ave. 

.•••    140  Korthern  Ave.' 
Peter  Styvesant 

■•.:.'.  260  Berkeley 

■'.;.."  3-4  Winter  Place 

■•■.■■  30  N.  Market 

:."'-  99  Mt.  Vernop  5t. 

'.  235  Commercial  St. 

•"  355  Charles  St. 

.V.  •  75A  Chestnut  St. 

^','  356  Boylston  St. 

.;•  ■  277  Dartmouth 

■  ■  29  Newberry  St. 

157  Kewberry  St. 
■,'•  ■  10  Bosworth  Court    ■ 

145  Richn-ond  St. 


ii 


V  ■ 

V 


Capacity 

!    N.A.     • 
I        220. 
I        200 
'■      239 

I 

'<        327 
i        441    . 
i        142 

218 
N.A. 

"70. 

351  •■ 

390;; 

256 

1,200 

256 

711 

363 

,470 
•207  . 
:  262  ■• 

350 '; 

369 

1,076" 
400 

111 

332 

,  -287  ■ 

163  ■ 

48 
269 

82 
275 
281  . 

97 

no  ■ 

217 
126 


Ill  r.\ 

ii.-   i! 


N.F.A.' 

n.aI  I 

2.640 

2.400 

2,868 

3,924 

5,292 

1 ,704 

2,616 

N.A. 

^;.   840 

:    4,212 

4,680 

3,072 

14.400 

3,072- 

8,532 

4,355 

•5,640 
2,484 
3,144 

4-,200 

4,428 

12,912 

4,000 

1,332 
3,984 
3,444 
1,956 

576 
3,228 

984 
3,300 
3,372 
1,164 
1 .320, 
2,604 
1,512 
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MEMORANDUM 


February  6,  1970 

TO  :     Carmen  M.   Garufo,  F.A.  Stahl  Associates 

FROM        :     Allan  Hodges 

SUBJECT  :     Rowes  Wharf-Boston  (Stahl/Carzis):   Interim  Hotel   Findings 
Summary 

This  iTiemorandum  presents  our  preliminary  findings  covering  market 
feasibility  for  a  hotel  on  the  Rowes  Wharf  site.     We  have  conducted  field 
surveys  and  tabulated  significant  data  relative  to  the  Inventory  of  demand 
for  quality  hotel    and  motor-hotel   space  in  Boston  and  vicinity. 

This  memorandum  outlines  the  overall   hotel   demand  in  the  city  as  well 
as  a  preliminary  program  for  the  subject  site.     Finally,  tabulations  of 
supporting  data  are  attached. 

SHORT  TERM  DEMAND  FOR  QUALITY  HOTEL  SPACE  IN 

BOSTON  .     .      . 

Preliminary  market  findings  indicated  a  demand  for  1,100  to  1,700 
quality  hotel   rooms  in  Boston  during  the  next  five  year  period  (1970-74). 
This  new  demand  estimate  is  over  and  above  rooms  now  under  construction, 
described  below.     The  location  of  these  hotels  will   be  influenced  in 
large  part  by  ease  of  access  to  downtown  Boston,  Logan  International 
Airport  the  War  Memorial  Auditorium  --  the  city's  major  convention  facility. 
Summary  market  findings  and  observations  are  as  follows: 

(1)  Hotels  in  Boston,   Cambridge  and  vicinity  have  experienced 
acceptable  occupancy  rates  in  recent  years  --  about  77  percent  during  the 
period  1965-69.     Seven  key  hotels*,  containing  about  3,700  rooms  displayed 
a  high  occupancy  level   of  86. 4':^  in  1953.     Generally,   70-75%  occupancy  is 
considered  acceptable  or  the  breakeven  point  for  successful   hotel   operation. 
Recent  high  occupancy  levels  indicate  a  strong  current  demand  for  quality 
hotel   space  in  Boston. 


Hotels   included:     Sheraton  Boston,  Sheraton  Plaza,  Statlcr  Hilton, 
Logan   International,  Holiday  Inn,  Charter  House,   and  Midtown  Motor  Inn, 


c 
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(2)  Based  upon  present  levels  of  derronstrated  hotel  occupancy,  a 
potential   undersupply  of  some  400  to  900  quality  hotel   rooms  nov/  exists 
in  Boston.     Absorption  of  these  additional   rooms   in  new  hotels  at  this 
time  would  reduce  room  sales  in  existing  lodging  facilities,  but  not  to 
a  point  of  financial   jeopardy.     Average  occupancy  levels  at  existing 
hotels  would  not  fall   below  acceptable  standards  if  the  new  units  were 
immediately  added. 

(3)  As  of  February,  1970,  1,185  quality  hotel   rooms  were  under  con- 
struction and  will   open  by  1971.     An  additional   468  units  is  certain  -- 
at  Long  Wharf  adjacent  to  the  subject  site  ■--  bringing  the  total   to  1,553 
units  which  will   be  added  within  the  next  two  to  three  years.     An  addi- 
tional  1,350  units  are  planned  to  be  opened  by  1975.     Against  a  total   esti- 
mate net  new  demand  of  1,700  units,  even  if  all   of  the  planned  1,350  units 
are  opened  within  the  near  term,  an  excess  demand  of  some  450  units  will 
still  exist. 

.     .    PRELIMINARY  PROGRAM  FOR  ROV.'ES  WHARF 

Based  on  market  findings,  a  400  to  500  unit  hotel   is  feasible  at 
Rowes  Wharf.     The  location  of  Rowes  Wharf  is  its  greatest  asset  supporting 
feasibility  of  hotel   development: 

(1)  the  site's  location  on  the  historic  waterfront  as 
well   as  proximity  to  the  Freedom  Trail,  the  North 
End  and  Faneuil   Hall   -  Market  area  influences  the 
site's  potential   for  capturing  a  share  of  Boston's 
annual  tourist  market. 

(2)  The  site  is  within  walking  distance  of  the  expanding 
financial   and  governmental    centers  of  downtown  Boston 
where  massive  redevelopment  is  occuring.     Approximately 
237,000  jobs   (180,000-plus  in  office  employment)  will 

be  available  by  1975  in  dov/ntown  Boston.     The  continuing 
strengthening  of  the  business  and  institutional   activities 
of  the  entire  downtown  area  will   generate  support  for 
hotel   facilities  for  the  commercial  businessman  at  this 
location. 

(3)  Rowes  V.'harf  is  well   located  in  relation  to  transportation 
facilities  as  v/ell.     An  exit  on  the  metropolitan  area's 
only  north-south  expressway  is  practically  adjacent  to  the 
site.     South  Station  --  the  northern  terminal   of  the  New 
York-Boston  Turbo  Train,  which  is  projected  to  capture  up 
to  35  percent  of  the  existing  air  traffic  between  the  two 
cities  —  is  within  walking  distance.     North  Station  and 
Logan  Airport  are  less  than  ten  minutes  away  and  a  rapid 
transit  station  is  located  nearby.     Such  excellent  accessi- 
bility to  public  transportation  facilities  contributes   to 

•     attracting  businessm.en  as  well   as  tourists. 


( 
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V^hUe  the  Rowes  V.'harf  site  is  presently  out  of  the  mainstream  of 
convention  activity  in  the  City  of  Boston,  convention  facilities  are 
often  strained  to  capacity  during  peak  periods  in  June,  September  and 
October.     Accordingly,  space  should  be  made  for  convention  and  conference 
facilities  at  this  downtov/n-waterfront  location,  which  is  close  to  Boston's 
major  tourist  attractions. ■ 

Ancillary  space  for  meetings  and  banquets  are  necessary  to  generate 
acceptable  levels  of  room  occupancy  for  successful  hotel  operation.     The 
following  ranges  in  size  of  facilities  is  suggested  which  is  compatible  to 
the  operation  of  a  400-500  room  hotel: 

(1)  Approximately  5,500  to  8,250  square  feet  of  meeting 
space  acconmodating  up  to  500  to  750  persons  for 
banquets,  respectively,  should  be  included  in  the  de- 
sign program.     In  addition,  the  above  space  arrange- 
ment should  be  flexible  for  multi  purpose  use,  includ- 
ing exhibitions. 

(2)  Eating  and  drinking  places  should  also  be  included  in 
the  design  program.     The  following  suggests  typical 
facilities  and  room  sizes  for  preliminary  consideration 
for  design  purposes: 


Space  Requirements 


Type  of 

Service 

#  of 

seats 

Location  • 

Unit  size 
in  S. F./seat 

Ranae  of  S.F. 

Restaurant 

200-250 

Front 

Back 

Total 

i/ 

(3  16 
11 

-3,200-4,000  S.F. 
2,200-6,750 

27  s. f./seat 

5,400-6,750  S.F. 

Coffee  Shop 

120-150 

Front 

■        0  14 

1,680-2,100  S.F. 

- 

• 

Back 
Total 

9 

1,080-1,350 

23  s. f./seat 

2,760-3,450  S.F. 

Cocktail  Lounge 

80-100 

Front 

•     0  14 

1,120-1,400  S.F. 

Back 
Total 

— 

7 

■      560-     700 

* 

21  s. f./seat 

1,680-2,100  S.F. 

Men's  Bar 
(counter/star 

idup) 

40-50 

Total 

up  to  20  s. f./seat 

800-1,000  S.F. 

1/     Front  means  dining,  service  and  public  areas;  Back  means  kitchen, 
storeroom  and  employees  areas. 


(3)  Recreational   facilities  such  as  an  indoor/outdoor 
swir::Tiing  pool   and  a  health  club  should  be  considered 
for  inclusion  in  the  design  program.     Such  facilities 
aid  in  marketing  conventions  and  meetings  as  v/ell   as 
accomnodations  for  tourists  during  the  suirxTier  months 
and  off-peak  periods  during  the  year. 

The  hotel   should  be  developed  as  a  high-grade  primarily  business  and 
tourist  hotel   facility  catering  to  the  needs  of  businessmen,  conventioners 
and  tourists.     The  quality  level   should  range  between  a  mid-grade  conrtiercial 
hotel   and  a  high-grade  luxury  hotel   com.parable  to  hotels  such  as  the  Sheraton- 
Boston  and  the  new  Marriott  facility  on  Route  128. 

In  general,  the  space  program  envisioned  for  the  hotel   complex  should 
approximate  550-750  gross  square  feet  per  unit.     The  actual   unit  size  would 
depend  in  large  part  upon  the  requirem.ents  of  the  hotel   chain  selected.     The 
750  gross  square  feet  figure  indicates  substantial   function  space  facilities 
while  the  550  gross  square  feet  reflects  a  more  modest  use  of  fuctional   space 
(such  as  e-ployed  in  a  Holiday  Inn  Motor  Hotel).     Included  in  the  above  figures, 
the  interior  space  of  a  typical   "double-double"  room  unit  is  about  275  square 
feet. 

Finally,  market  entry  for  this  hotel   facility  should  be  at  the  mid- 
point of  the  near  term  five-year  period,  approximately  1973.     Opening  at 
this  time  will  provide  a  strong  com.petitive  posture  as  most  of  the  hotel 
ro'oms  currently  planned  will  probably  not  be  opened  by  that  date.     However, 
the  earliest  possible  entry  into  the  market  to  satisfy  the  current  demand  for 
quality  hotel  space  is  strongly  recommended. 


The  following  tables  indicate  additional  supporting  back-up  data 
upon  which  preliminary  findings  were  made: 
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Table  1.     QUALITY  HOTEL  DEf-'AND/  BOSTO:;,  CA:-:3RIDgE  Ar.'D  NEV.TO:i,  MASSACHUSETTS;   1970-74 


. Low High 

(Number  of  Rooms)  (Number  of  Rooms) 

Estimated  Current  Under-  '                                          >  •                      • 

Supply  of  Units!/       •                         428                 '  -918 

Projected  Five  Year  •          . 

Demandi/                                              2,280  2,445 


Estimated  Total 
Quality  Hotel   Room 
Demandl/ 


2,708  •  •    3,363 


Less  Rooms 

Under  Construction  1,185  .  1,185 


•        1,523  2,178 


Less  Rooms  Certain 
but  Not  Under  • 

Constructior,!/  '   468  468 


5/       ■ 
Residual  Qualit)^ 

Hotel   Room  Demand 

1970-74  1,055  1,710 


Actual   number  of  quality  hotel/motel   rooms  which  can  be  absorbed 
currently  in  order  to  achieve  minimum  acceptable  occupancy  levels 
of  75%  and  70:^  respectively. 

2/ 

—  Number  of  units  v/hich  can  be  absorbed  in  the  period  1970-74  and 

feasibly  achieve  minimum  acceptable  occupancy  levels.  Projected 
demand  assumes  continuation  of  1965-69  absorption  of  hotel/motel 
rooms  into  the  next  five-year  period. 

3/ 

—  Total  of  estimated  current  undersupply  and  projected  five-year 

demand. 

4/ 

—  Less  Berenson's  468  room  motor  hotel  scheduled  for  Long  l.'harf  — 

certain  but  not  under  construction  at  this  point. 

•^'Therefore,  based  on  ci;rrcnt  absorption  and  occupancy  levels,  units- 
under  construction  and  projected  near  term  demand,  between  1,100- 
1,700  quality  liotol/inotol  rooms  can  be  absorbed  in  the  period  1970-74. 
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Table  2.   HOTELS  AN'D  MOTELS  U:;DER  CONSTRUCTION  AN'D  PROPOSED  IN  DOSTON 
.   .  AND  NEWTON,  MASSACHUSETTS,  FEBRUARY.  1970 


Number  of   Approximate 

Units    Opening  Date    Comments 


Under  Construction 

1.  Howard  Johnson 

Park  Square 

2.  Holiday  Inn 
/  East  Boston 


3.     Howard  Johnson 
Newton 


4.     Collonnade 

■  Huntington  Street/Vi. 
Newton  Street 


Total  U/C 


300 
300 


275 


310 


1,185  units 


J  • 


1971 


•  1971 
1970 


1971 


In  South  Cove  Urban 
Renewal  Project 


Next  to  Boston  1800" 
Restaurant      _— ^ 


Owned  by  Dunfey  chain; 
air  rights  developed 
over  Massachusetts 
Turnpike 


Developer:  Drucker; 
across  from  Prudential 
Center 


Proposed 

1_.  Motor  Hotel 
Long  Wharf 


2.  Howard  Johnson's 
Southeast  Expressway 

3.  South  Station 


^4.  Holiday  Inn 

Stuart  Street/Tremont 
Street— 


5.  Pier  II  ^  'South'-  Boston 


Total  Proposed 
GRAND  TOTAL 


468 

200 
500 


300 


1973-    Developer:  Berenson- 
(Certain) 


1972- 

Addition  to  existing 

.  motel 

1973"^ 

Developer:  Mass.  Port 

Authority  (urban  renewa 

project) 

1973 

South  tove  Urban  Renewa 

Project 

350' 


1973 


.1,818 
3,003 


Owner:  Anthony  Athaenuj 


Source:  Boston  Chamber  of  Commerce,  Convention  Bureau. 


arable  3.       C'JALITY  M?Tr!.    IVVrNTpoY.   EOSTO'I,  MASSAC'l'StHS 


-^  Hotel 

I 

Statler-HIUon 
Park  Square 

Sheraton-Coston 
Prudential  Center 

Parker  Mouse 
60  Sa.ool  Street 

Kadlson  Motor  Inn 
North  Station 

Sheraton-P1j;a 
138  St.  Jires  Avenue 

Harriot 

Rt.    128/Kass  Turnpike, 
Kewton 

Somerset 

■    400  Comonwea1t>i  Avenue 

Sonesta(ForrTerly  looan 
International  Hotel) 
75  Service  Road 

Holiday  Inn 
5  Blossom  Street  at 
Charles  River  Plara 

RUz  Carlton 
15  Arlington  Street 

Fenway  Canbridje 
f'^morlal   Ori/e.  Cartridge 

teonesta  Hotel  (Forrorly  Charter 
'     Charter  House) 

5  Cariridoe  Parkway, 

Cambridse 

Kidtown  Kotor  Inn 
220  HuntirjtOT  «v?nue 

Fenway  Ccrronwealth 
575  Co.—onwealth  Avenue 

Ramada   Inn 
1234  Soldiers  Field  Road 
Brighton 

Fenway  fotor  Hotel 
1271  toylston 

Chlldrens  Inn 
342  lon^ood  Avenue 


Date 

Opened 

Pre 
1960 

1965 


1960 

Pre' 
1960 


1912 
1969 


Pre 

1962 


1954' 


1967 


Pre 


H/A 

Pre 
1962 


1969 


Convention  Facilities 
Sq.   feet 
H,^-,  «  Capacity  hcetinq 

Nurfcer  P£finjL»tes  largest  exhibition 

P'..^°^::i  single     D^IJaT?        Banquet  Room  Soace 


1,200 
1.000 

600 
500 
450 
433 


$16-20    $21-27  1.400 

$14-22    $23-28  2.000 


$12  $17-19 

$11-15  $15-20 
$13-19 

$18-26  $24-30 


350  $16-21     $22-29 

331  $19-21     $24-26 

305  $15-17    $20-22 


375 
225 

8oa 

700 

eoo 

ISO 
160 


1960 

260 

$27-39 

$33-45 

70 

1968 

•      200 

$15 

$19 

Nona 

1964^ 

2:50  • 

$18-22 

$24-30 

-.    240 

1959-62 

161 

$14-18 

$18-24 

N/A 

1964* 

150 

$12-15 

$17-22 

inn 

118 

94  $11-14    $17-20  None 

82  ■  $12-14     $16-18  None 


30.000 

18.000 

4.000 

'X 

1.088 

8.000 

9,500 

6.900 

1.750* 

1,700 

None 
•Kone 

2.2S7 

N/A 
1,000 

2,800 

None 
None 


Occupancy 
Restaurant       Pool  Rate  Chain 


75X*  Hilton 

851*  Sheraton 


X 
X 

■!^ 

X 

A 
\ 

X 

X 


65* 

.    Dunfey 
Family^ 

CSX 

H/A 

.     80X 

She rate 

X 

N/A 

Harriot 

X 

N/A 

HCA 

X 

85-90X 

HCA 

90X  Holiday  Ii 


N/A 

N/A 

• 

H/A 

Fenway 

T 

90X 

HCA 

X 

N/A 
N/A 

N/A 
Fenway 

N/A 

N/A 
N/A 


Temty 
N/A 
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ROBERT    GLADSTONE 
AND    ASSOCIATES 

tCONOMIC    CONSULTANTS 

1760    PKHK8VLVAN1A    Avc^    N.W. 

Washinotoh.  D.  C.  20OO0         298-6141 


MEMORAf.'DUM 

TO    :  Carman  M.  Garufo,  F.  A.  Stahl  Associates 

FROM   :  •  T.  Wall  .  . 

DATE   :  January  29,  1970 

SUBJECT:  Rowes  Wharf- Bos ton  (Stahl/Carzis) : 

Interim  Condominium  Findings  Summary 


This  memorandum  presents  our  semi-conclusive  findings  on  the  condo- 
minium apartment  development  opportunities  for  this  Boston  Waterfront 
project.  We  have  conducted  field  surveys  and  tabulated  significant  com- 
parable multi-family  data  covering  approximately  3,000  units  including 
rentals,  condominium  and  cooperative  apartments.^  This  memorandum  de- 
scribes the  program  possibilities  for  development  of  this  site  and  pre- 
sents alternative  design  and  marketing  schemes  to  achieve  varying  levels 
of  density  and  scale.  Timing  implications  are  also  discussed  to  provide 
you  witii  a  comprehensive  operating  frainev;ork  and  program  feasibility. 

The  details  of  the  recommended  program  including  unit  types,  mix, 
sizes  and  sale  prices  are  described  in  Exhibit  I. 

Preliminary  market  supports  for  condominium  absorption  at  this  loca- 
tion, for  the  price  ranges  scheduled,  indicate  150  sales  units  feasibile 
within  a  one  year  marketing  period.  Certain  hazards,  nov/ever,  are  asso- 
ciated with  this  level  of  scale.  Summary  market  observations  are  as 
f ol 1 ows : 

1.  The  condominium  experience  in  Boston  is  very  limited. 
Only  a  few  small  units  --  less  than  100  in  total  -- 
have  entered  the  market  since  the  inception  of  Massa- 
chusetts' condominium  law.  In  general,  New  England 
housing  markets  have  not  been  highly  receptive  to  the 
condominium  concept.  Market  resistance  to  this  tenure 
form  may  be  expected  with  strong  promotion  and  market 
"education"  needed  to  achieve  high  absorption  results. 

2.  This  site  and  its  surroundings  have  not  historically 
evidenced  significant  housing  activity  --  particularly 
within  the  luxury  field.  Recent  waterfront  conversions 
of  older  non-residential  properties  through  extensive 
rehabilitation  have,  ho'vevcr,  aciiieved  successful  market 
acceptance  for  these  special  housing  units.  As  Boston's 
v/atcrfront  and  downtown  area  continue  to  exhibit  an 


improved  urban  environment  through  the  renewal 
•  process,  a  trend  for  high  quality  housing  vnll 
undoubtedly  emerge.  The  best  recent  evidence 
of  supply  and  demand-factors  encouraging  this 
outlook  is  the  Harbor  Towers  development  on  an 
adjacent  site  with  early  indications  of  strong 
rental  acceptance. 

3,  The  condominium  market  in  Boston,  while  very 
limited  in  overall  scale,  is  expected  to  produce 
significant  competition  in  the  near  term.  One 
announced  project  --  totaling  200  units  --  is 
scheduled  for  a  Back-Bay/Charles  River  site  with 
market  entry  in  the  next  year  or  two.  This  lo- 
cation has  a  tradition  of  stronger  orientation - 
to  luxury  housing  than  the  Rowes  Wharf  site.  - 

4.  The_  costs,  of  ownership  for  condominium  units  — 
based  upon  our  preliminary  financial  evaluation — 
appear  to  be~sTornficant'Ty]liigher  than  fo'r  a  com-^ 
^ara5Tej]^taJ_unj_t;  Real  estate  tax  costs  for  ^^"^,0  tf 
owned  housing,  according  to  Boston  tax  assessor 
information,  are  substantially  higher  than  for 
rented  units.  fj)% 


Q 


One  plus  factor  —  yet  to  be  fully  evaluated  — 
is  the  future  impact  of  rent  control   legislation 
already  enacted  but  primarily  applicable  to  mod- 
erate and  lower  rental   units.     This  trend  may  pro- 
duce a  political   response  calling  for  greater 
coverage  of  rental   properties  --  including  higher- 
priced  units  —  as  is  the  case  in  New  York.     Should 
rent  cont rol__pro_visions   in  the  foreseeable  future. 
"be~extended~to  incLude  higher  priced  ren_taj_uirrts 
^a_cuj;"tai  lrT^tjDf_rej]taJ_apartmen-^  in       . 

^Boston  may_be_expected_as  "developers'jvi  thdr^aw' '" 
TronTtFe  pas t~hi'gh" "level'  of  "apartnie"nt  a'ctivi"ty . 
/  'ihe  demand~for  mulTi  -f ami  lyH'i  vTng"unTts~w'i  11  ~ 
continue,  however,  with  commensurate  opportunities 
for  shifting  the  consumption  patterns  of  apart- 
ment units  to  a  condominium  vehicle  to  avoid  the 
i  rent  control   impact. 

Based  upon  our  preliminary  analysis  the  following  alternatives  for 
project  development  scale  --  over  a  series  of  marketing  periods  --   is 
presented.     During  the  first  twelve  months  of  operation  --  the 
normal   time-frame  for  construction  --  optimum  and  maximum  number  of 
marketable  units  are  given,   together  with  our  estimate  of  the  probab- 
ility of  achieving  this  absorption  pace.     Should  a  marketing  period  be 
extended  --  to  as  much  as  three  years   --  increased  levels  of  scale  are 
indicated  together  with  corresponding  probabilities  of  achieving  absorp- 
tion success. 


Condominium  Only  Program 


•  Marketing  Period  (in  Months  From  Start) 

12  Months      18-24  Months   30-36  Months 

Maximum 

250 

80-85% 


Absorption  1 

.evel 

Optimum 

Maximum 

Maximum 

Number  of  Units 

100 

150  ^ 

200, 

Probability 

of 

J 

Achieving 

Absorp- 

85% 

70% 

75-80% 

tion 

A 

;  • 

Recommended 

Level 

Consideration 


Although  financial   calculations  to  determine  project  feasibility,' 
through  a  marketing  program  over  the  periods  of  time  indicated,  have  not 
been  performed ,   it  is  ujilikely.  that  the_carryinq  .costs_necessary_to, 
^pport  an  unsold  inventory ._of_units__beyond  a  twelve  month  period  v;ou_Ld 
^ajj_owjrmi_a__s^tls/-actory_pronj_on„^  If  it  is  necessary  to 

achieve  a  level   of  density  higher  than  150  units  on  site  to  justify 
project  costs,  several   alternatives  are  available  to  reach  these  higher. 
levels  of  scale. 


1.  _More  than  one  building  may  be 
woiTl  d  a  1 1  o\-i  ~f 0 r  a  s  e  iT'lTou i'Ha't 
each  structure  over  successiv_e_ 
a c ce p t a ble_jUjjia_tjLo_n ^  the  secon 
commenced  after  market  acceptan 
dise  at  this  location  has  been 
of  the  units  in  the  first  build 
start  up  for  a  second  structure 
the  carrying  charges  of  each  bu 
into  a  reasonable  time  frame  du 
ruction/marketing  period. 

2.  Alternatively,  for  the  larger  unit  scale,  one 
building  may  be  designed  and  constructed  to  contain 
200-plus  units  v/ithin  a  split  tenure  and  merchandis- 
ing program^.     The  c o n d omini urn  sales  e ff o r t  _c a n_m oxe 
ahead  1h  parallel   wi th'  a  reTTta i   prdqr"a'm  to  market. 


jcojTstructecl.     This 
i'nq_pro.iect  within 
sales  periods  of 
d  building  may  be 
ce  for  the  merchan- . 
demonstrated  and  all 
ing     sold.     A  later 

would  compress 
ilding  individually, 
ring  course  of  const- 


'the  Additional   u hTt s_J; o_Ji o u s eji o Id s  deslring__comparabl_e_ 
ac  c  omni  0  dat  i  o  ii?~oTra"'  no  n- owners  hi  p  bas  is . '" 

Alternative  program  recommendations  here  --  for  a 
twelve  month  marketing  period  --  are  profiled  below. 
The  same  fonnat  as  above  is  used;  marketable  units 
are  indicated  with  corresponding  probabilities  of 
achieving  the  levels  of  performance  established. 


■3- 


Condominiurn  and  Rental  Program 


12  Month  Marketing 

Period 

Absorption  Level 

Optimum       Intermedia 

te     Maximum 

Ntmiber  of  Units: 

!< 

•Condominium 

100 

150 

150 

Rental 

50 

50 

■  100 

Total 

150 

200 

250 

Probability  of 
Achieving 
Absorption 

80% 

70% 

65% 

The  alternative  program  concepts  described  above  are  derived  from  our 
preliminary  investigation  of  the  market  opportunities  for  development  at 
this  site.  We  expect  to  proceed  vn'th  deeper  analysis  --  covering  both 
statistical  socio-economic  data  and  field  surveys  —  to  arrive  at  more 
definitive  conslusions.  However,  based  upon  our  early  judgement,  these 
alternatives  do  present  a  range  of  opportunities  on-site  against  v;hich 
design  for  site  planning  and  architecture  may  nov/  proceed.  Before  our 
final  analysis  of  market  potentials  can  be  determined  and  the  physical 
configuration  of  the  apartment  program  is  established,  two  key  tests 
must  be  made: 

1.    The  scale  of  development  under  various__aJjter:: 
nat_ives_niust  be  "reconcTl"eG  _to  t]ie_  hoTding  capa_ci_ty_ 
of  the  site.  --  in  terms  of  total  scale  an"crthe  physical- 
configuration  and  orientation  of  the  units.  (Note: 
'  '  .      Survey  results  from  our  field  observations  of  exist- 
ing rental  projects  in  the  Boston  marketplace  indicate 
that  a  view  orientation  is  a  strong  inducement  to' 
absorption,  and  conversely,  lack  of  view  severely 
deters  unit  acceptance.  Before  final  market  judge- 1( 
ments  can  be  made  concerning  the  proposed  develop-  \\ 
ment  here  an  interpretation  of  the  view  orientation  |[ 
of  the  apartment  units  should  be  made.)      .    ' 

Qy   The_fi.ncincj,al_  impl i cati ons  of_the  development  alter- 
•        _natives...niust  _b.e_tested^,  When  cos t"3ata"~b"e come  avafl- 
able  those  can  be  introduced  into  financial  formulas 
to  determine  the  profitability  against  the  sales  prices 
.   ■-    which  have  been  established  in  Exhibit  I. 

Exhibit  I  following  profiles  the  unit  types,  mix,  sizes  and  price 
ranges.  Next,  in  Exhibit  II,  we  have  tabulated  an  estimate  of  total  floor 
area  under  the  two  mix  alternatives.     "" 


-/". 


Exhibit  I        ROHES  V.'MARF  CONDOMINIUM 

(STAHL/CARZIS)  PROGRAM  PROFILE 
JANUARY  26,  1970    /' 


Unit  Mix 


Unit 

1  Bedroom 

1  Bedroom-Den 

2  Bedroom 

2  Bedroom-Den 

3  Bedroom 

TOTAL 


#  of 

_%       # 

Alt 
2 

Size  in  ^. 

Square  Feet-' 

Sales 
Price 

Baths 

h 

#, 

1-1/2 

30% 

45 

20% 

30  . 

1,100  S'.F. 

$57,200 

2 

25% 

37 

30% 

45 

1,200 

$62,400 

2-1/2 

25% 

38 

30% 

45 

1,350 

$70,200 

2-1/2 

15% 

22 

15% 

22 

1,500  .. 

$78,000 

3 

5% 

8 

5% 

8 

1,750 

$91,000 

100%    150  100%     150 


1/    Alternative  #1   is  recon^mended  for  early  design  consideration 
2/     Includes  Balconies  @  1/2  actual  S.F. 


Final   design  should  not  yield  an  average  apartment  type  variation  of  more 
than  50+  S.F.   from  sizes  given. 

Project  should  include  swimming  pool   (preferably  coverable  during  cool 
weather)  and  sauna/gymnasium  facility. 
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ROBERT    GLADSTONE 
AND    ASSOCIATES 

ECONOMIC    CONSULTANTS 

ITGO    rENMSYLVAMIA    AVK«    N.W. 

WASniKOTOH.  D.  C.  20000         208-ei41 


March  2,  1970 


Mr.  F.  A.  Stahl 

F.  A.  Stahl  &  Associates 

177  Milk  at. India 

Boston,  Hassacliusetts  02109  .  •.  ' 

Dear  Tad:  . 

Following  up  our  conversation  of  last  week  I  am  enclosing  a 
summary  statement  of  market  findings  and  development  opportunities 
for  the  Rowes  Wharf  site  on  the  Boston  K'aterfront.  I  believe  that 
this  information  will  be  useful  for  your  presentation  to  the  BRA 
Board  later  on  this  week  and  will  indicate  to  them  the  efforts  un- 
dertaken to  date  in  connection  v/ith  this  feasibility"  study. 

If  you  should  have  any  questions  concerning  this  documentation 
please  do  not  hesitate  to  get  in  toucn  with  myself  or  Al  Hodges 
here.- 

I  regret  not  being  able  to  attend  the  meeting  but  my  best 
Wishes  for  a  successful  outcome  and  please  keep  us  posted. 


Cord 


W.  Tift  MAS  WALL 
Vice  President 


Enclosure 


ROBERT    GLADSTONE 

AND    ASSOCIATES  . 

ECONOMIC    CONSULTANTS  '     V  . 

S7S0    PfCNHBYUVAHIA    AVB>,    N.W, 

•      ■  *    •  . 

WAttVilKOTor^.  D.  C.  200p0         208-6141 
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MARKET  POTENTIAL  SUM:-1ARY 

STAHL/CARZIS:   ROWES  WHARF  DEVELOPMENT 

FEBRUARY  28,  1970 

This  memorandum  summarizes  our  interim  findings  and  preliminary  recommendations 
covering  market  feasibility  for  a  multi-use  development  at  Rowes  Wharf.  Specific 
use  components  evaluated  are  described  below.  Presented  here  are  our  principal 
market  findings  keyed  to  basic  development  opportunities. 

'  1.      CONDOMINIUM  APARTMENTS 

The  demand  for  high  quality  high  rise  housing  is  particularly  strong  in  Boston, 

as  evidenced  by  successful  absorption  of  available  high  rental  offerings.  However, 

caution  is  suggested  as  certain  hazards  are  associated  with  this  level  of  scale  for 
a  condominium  project  in  Boston  at  this  waterfront  location. 

1)  The  condominium  experience  in  Boston  is  very   limited.  Only  a  few  small 
units  --  less  than  100  in  total  --  have  entered  the  market  since  the  inception  of 
\   Massachusetts  Condominium  Law.  In  general,  New  England  housing  markets  have  not 
been  receptive  to  the  condominium  concept. 

•  2)  This  site  and  its  surroundings  have  not  historically  evidenced  signifi- 
cant housing  activity  --  particularly  within  the  luxury  field.  However,  recent 
waterfront  conversions  of  older  non-residential  properties  have  achieved  success- 
ful market  acceptance.  In  addition,  the  adjacent  Harbor  Towers  development  will 
reinforce  housing  supportabil ity  at  this  location  as  the  urban  environment  im- 
proves through  urban  renewal  action  during  the  years  ahead. 

3)  The  condominium  market  in  Boston,  while  limited  in  overall  scale,  is 
expected  to  produce  significant  competition  in  the  near  term.  One  announced 
project  —  totalling  200  units  --  is  scheduled  for  a  Back  Bay/Charles  River  site 
with  market  entry  in  the  next  year  or  two,  if  all  necessary  legal  approvals  are 
secured.  This  location  has  a  tradition  of  stronger  orientation  to  luxury  housing 
than  the  Rowes  Wharf  site  and  will  be  competitive  if  this  project  goes  ahead. 

•  4)  The  cost  of  ownership  for  condominium  units  --  based  upon  our  preliminary 
financial  evaluation  —  are  significantly  higher  than  for  comparable  rental  units, 
according  to  Boston  tax  assessor  information  for  real  estate  taxes. 

Luxury  condominium  units  should  be  acceptable  --  on  a  limited  scale  atthe  Rowes 
Wharf  location.  Expanding  employment  opportunities  in  adjacent  downtown  areas  -- 
with  high  income  jobs  in  the  finance,  insurance  and  real  estate  field  --  will 
V  reinforce  market  opportunities  here.  But  because  of  unproven  high  cost  residential 
'  acceptance  in  this  waterfront  area,  the  condominium  program  should  be  implemented 
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with  caution  and  a  strong  pre-selling  promotional  effort  1s  recommended. 

.    ■       2.  RESTAURANT     ■  •• 

I  •  -■ 

Opportunities  for  restaurant  space  in  Boston's  downtown  area  will  continue 
to  expand  with  demand  being  generated  from  several  trade  sources.  V.'ith  increased 
patronage  level  from  all  sources  during  the  1970-75  period  an  estimated  total  demand 
of  approximately  3,000  to  4,000  seats  may  be  expected.  Many  of  these  will  be  in 
small  and  convenience  type  eating  establishments  catering  to  the  lunch  time  and 
high-turnover  trade.  Opportunities  for  establishing  a  major  restaurant  at  the 
Rowes  Wharf  location  are,  however,  excellent  because  of  the  site's  proximity  to  down- 
town business  centers  and  tourist  attractions.  A  major  facility  with  large  seating 
capacity  and  planned  flexibility  to  accommodate  banquets  would  be  appropriate,  in  our 
judgment,  at  this  location. 

Market  supports  for  increased  restaurant  demand  in  Boston  include  convention 
activity,  expanding  tourism,  expanding  business  patronage  due  to  massive  office 
building  construction,  and  increasing  population  in  the  inetropol itan  area.  For 
example,  convention  bookings  in  Boston  for  1970  indicate  a  delegate  attendance  of 
307,000  up  some  50,000  persons  from  a  year  ago.  The  number  of  tourists  visiting  the 
Boston  area  by  1975  is  expected  to  reach  approximately  1.25  million  --  an  increase 
of  more  than  400,000  from  1970  levels.  Over  3.5  million  sq.  ft.  of  office  building 
construction  has  either  been  completed  or  committed  for  construction  during  the 
period  1968-1971.  This  massive  increase  in  new  office  space  will  generate  further 
increases  in  downtown  office  employment  which  is  expected  to  reach  180,000  by  1975. 
Finally,  the  population  of  the  Boston  metropolitan  area'  is  expected  to  increase  from 
2.7  to  2.8  million  by  1975  —  all  contributing  to  increased  demand  for  high  quality 
eating  facilities.  This  location  has  traditionally  proven  strong  acceptance  for 
large,  well-merchandised  restaurants  and  the  Rowes  Wharf  site  is  well  positioned  to 
capture  expanding  trade  volumes. 

.  3.  HOTEL 

Based  on  preliminary  market  findings,  a  major  high-quality  hotel  is  feasible  at 
Rov/es  Wharf.  Both  the  demand  for  quality  hotel  rooms  and  the  Rowes  Wharf  location 
combine  to  support  this  recommendation. 

Preliminary  market  findings  indicated  a  demand  for  1,100  to  1,700  quality  hotel 
rooms  in  Boston  during  the  next  five  year  Period.  However,  more  recent  information  . 
made  available  to  us  regarding  the  actual  status  of  hotels  under  construction  and 
proposed  indicate  an  increased  demand  of  1,350  to  2,000  hotel  rooms  during  the '1970- 
1974  period. 

■  Primary  market  findings  and  observations  are  as  follows: 

1)  Hotels  in  Boston,  Cambridge  and  vicinity  have  had  acceptable  occupancy  rates 
in  recent  years  —  about  77%   during  the  period  1955-69.  Several  key  hotels  displayed 
a  high  occupancy  level  of  867^   in  1968.  Generally,  70-75  percent  occupancy  is 
considered  acceptable  or  the  break-even  point  for  successful  hotel  operation.  Recent 
high  occupancy  levels  indicate  a  strong  current  demand  for  quality  hotel  space  in 
Boston. 
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2)  Based  on  present  levels  of  demonstrated  hotel  occupancy,  a  potential 
under-supply  of  some  400-900  quality  hotel    rooms  now  exists   in  Boston.     Absorption 
of  these  additional    rooms  at  this  time  would  not  reduce  room  sales   in  existing 
lodging  facilities   to  the  point  of  financial   jeopardy. 

3)  As  of  February,   1970,   885  quality  hotel   rooms  were  under  construction  and 
will   open  by  1971.     An  additional   468  units  are  certain  at  Long  Wharf,   adjacent  to 
the  subject  site  ~  bringing   the  total   to  1,353  units  which  will   be  added  within 
the  next  two  to  three  years.     An  additional   2,580  units  are  planned  to  be  opened  by 
1975,   however,   the  actual   possibility  of  construction  of  all   proposed  hotels  at 
presently  proposed  locations   is  uncertain. 

The  excellent  location  of  Rov/es  Wharf  is  perhaps  its  greatest  asset  supporting 
hotel   development: 

1)  Rowes  Wharf's  historic  waterfront  location  --  in  proximity  to  the  Freedom 
Trail,   the  North  End,   and  the  Faneuil   Hall   market  area  --  influences  the  site's 
potential  of  capturing  a  share  of  Boston's  annual   tourist  market. 

2)  The  site  is  within  walking  distance  of  expanding  financial   and  governmental 
centers  of  downtown  Boston  where  massive  redevelopment  is  occurring. 

3)  Rowes  V.'harf  is  well-located  in  relation  to  transportation  facilities  as 
well.     An  exit  on  the  north-south  expressway  is  practically  adjacent  to  the  site. 
South  Station,    the  northern  terminal   of  the  New  York-Boston  "Turbotrain  which  is 
expected  to  capture  up  to  35  percent  of  the  existing  air  traffic  between  the  two 
cities   is  within  walking  distance.     North  Station  and  Logan  Airport  are  less  than 

'   10  minutes  away  and  a  rapid- transit  station  is   located  nearby.     Such  excellent 
accessibility  to  public  transportation  contributes  to  attracting  businessmen  as 
well  as  tourists. 

Finally,  market  entry  for  the  hotel   facility  should  be  at  the  mid-point  of  the 
near  term  five  year  period,   approximately  1973.     Opening  at  this   time  will    provide 
a  strong  competitive  posture  as  most  of  the  hotels  as  currently  proposed  will   probably 
not  be  opened  by  that  date.     However,   the  earliest  possible  entry  into  the  market  to 
satisfy  the  current  demand  for  quality  hotel   space  is  strongly  recommended. 

4,     RETAIL 

Based  upon  our  analysis  of  projects  similar  in  character  to  the  ultimate 
development  concept  for  Rov^es  Wharf,  a  moderate  scale  of  retail   space  should  be  con- 
sidered for  planning  purposes.     A  typical   retail   configuration  for  a  facility  of  this 
scale  to  be  integrated  into  the  Rowes  Wharf  would  include  the  following  types  of  re- 
tail   units:      bookstore,    leather  and  travel   goods,   jewelry  store,   travel    agent,   barber 
shop,   bank,  wine  and  cheese  gourmet  foods,   pastries  and  bakery  goods,   florist,   cinema, 
etc.     Major  competition  for  retail   facilities  which  may  be  established  at  Rowes 
Wharf  will   come  from  nearby  downtown  outlets.     Also  on  the  adjacent  Harbor  Towers  site, 
a  retail   program  is  planned  which  is  expected  to  embrace  a  total   of  27,000  sq.    ft.  •- 
including  12  convenience  type  retail   establishments  primarily  geared  to  on-site  residen' 

In  sum,   selected  specialty  stores  and  shops  v/ould  be  appropriate  at  Rowes  Wharf, 
^with  market  supports   generated  by  nearby  office  worker,   residents  of  the  condominium 
apartments,    transients   staying  in  the  on-site  hotel   and  visitors  and  tourists  passing 
through  this  area. 


ROBERT  GLADSTONE 
AND  ASSOCIATES 
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.    1760  Penhsvlvania  Avk^  N.W. 
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March  13,  1970 


TO:     Carmen  M.  Garufo,  F.  A.  Stahl  Associates 

FROM:     Richard  E.  Bonz 

SUBJECT:     Rowes  V.'harf-Boston: 

Interim  Financial  Findings 


As  cost  estimates  for  the  proposed  Rowes  Wharf  Development  Program 
are  not  available,  we  have  formulated  our  interim  financial  analysis  in 
terms  of  a  "development  budget"  for  each  component  of  the  development 
program.  While  these  financial  estimates  are  preliminary,  subject  to 
■further  refinement  of  the  development  program,  they  provide  a  basis  for 
evaluating  the  economic  feasibility  of  the  project.  If  the  project  can 
be  developed  within  these  budget  constraints,  it  will  be  economically 
feasible. 

The  Dreliminarv  develooment  budqets  are  based  uDon  our  financial 
studies  and  interim  market  findings  and  rep)'esent  the  maximum  economically 
feasible  expenditures  for  the  developm.ent  of  each  project  component. 
The  budgets  indicate  the  total  amounts  available  to  develop  each  -com- 
ponent to  the  indicated  level  of  finish  and  include  the  costs  of  land, 
site  development  and  landscaping,  parking,  construction,  and  all  non- 
construction  items. 

In  order  to  ascertain  the  economic  values  of  the  development  com- 
ponents, the  financial  analysis  contemplated  an  "arms  length"  trans- 
action for  each  component.  Thus,  the  financial  analysis  was  based  upon 
the  sale  of  condominium  units  and  the  lease  of  the  hotel,  restaurant, 
and  retail  facilities  which  were  completed  except  for  tenant  finishes, 
trade  fixtures,  food  processing  equipment,  and  furnishings.  The  use  of 
this  method  of  analysis  more  clearly  depicts  the  economic  values  and 
development  budgets  associated  v/ith  each  of  the  components. 

The  preliminary  development  budget  for  the  interim  development  pro- 
gram is  summarized  in  Table  1.  These  data,  derived  from  the  pro  forma 
analysis  of  each  com.ponent,  indicate  the  maximum  supportable  total  expen- 
ditures consirtent  with  an  acceptable  level  of  return  to  the  developer. 


Table  1. 


PRELIMTN'ARY  DEVELO^f^E'JT  5'JOGET 
FOR  INTERIM  PROGRAM 


Development 

Component 

■    •    Interim 

.    .        Program 

'  ■■  'l50  Units   •   ■  .'   [" 

Maximum  Development 
Budqet 

■  .Condominium 

■•';;;';$  8.553.000 

Restaurant 

"'  ■  .'V  1,000  Seats     "  '     ,''.' 

''?'  ^'.-'^  1,983.000 

Hotel 

;">v'^'*^.  >^     '  '           '••'■■■  ■   '  ■'^.. 
•,    ■■•■.'^;vi'.  500  Rooms 

.■i>^;;.  $10,548,000 

Retail 


-■35,000  Leasable  Square  Feet  $1,283,000 


*■  Degree  of, 
Tinlshi/ 


■  Completely  finished  Including  all 
;,  ■  Interiors  and  amenities 

Completely  finished  structure  ex- 
cept for  food  processing  equipment 
..  and  furnishing 

Completely  finished  structure  ex- 
•  cept  for  furnishings,  food  processing 
.-'  equipment  and  trade  fixtures. 

Completely  finished  structure  except 
•'■  for  Interior  tenant  finishes  and 
\  trade  fixtures. 


:.  A  . 


J/ 


Budgets  for  all  components    Includes  land,  site 
developTCnt  and  landscaping,  parking,  and  all 
■  non-construction  costs.  .  ....'.    ,• 


these  budgets  are  significant  to  your  office  in  that  they  pro- 
vide a  cost  constraint  upon  the  design  solution.  The  budgeted  costs 
include  not  only  construction  to  the  specified  level  of  finish,  but 
also  land  costs,  site  development  costs,  parking,  and  all  non-construction 
costs.  To  facilitate  your  use  of  these  preliminary  budgets,  Table  2 
sets  forth  the  development  budget  for  each  component  by  the  relevant 
unit  of  measure. 

For  the  retail  space  it  should  be  noted  that  the  budget  is  based 
upon .gross  leasable  square  feet  and  that  if  an  enclosed  mall  is  con- 
templated, the  budget  for  total  space  v/ould  be  reduced  by  the  ratio 
of  gross  leasable  area  to  total  area.  Thus,  if  the  "leasable:  total 
area  ratio"  is  .85,  the  budget  for  average  square  foot  of  the  entire 
retail  complex  including  the  mall  would  be  $31.17. 
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\  Table  2. 


PRELIf-;iN'ARY  DEVELOPMENT  BUDGETS 
BY  COMPONENT 


Development 

•  Component 


Maximum  Supportable 
Develop'^ent  Budget 


Degree  of  Finish 


1/ 


Condominium 
Restaurant 

Hotel 

Retail 


$  57,018  per  average  unit. 

$1,987.50  per  seat 
.-  '  .•   •  ■    '  . .'    •■■'"■ 

$  21,095  per  average  unit 


$   36.67  per  gross  leasable 
:.■.-  :•    square  foot 


Completely  finished  including  all 
interiors  and  amenities. 

Completely  finished  structure  except 
for  food  processing  equipment  and 
furnishings. 

Completely  finished  structure  except 
for  furnishings,  food  processing  equip- 
ment and  trade  fixtures. 

Completely  finished  structure  except  for 
Interior  finish  and  trade  fixtures. 


i'  Note:  All  Budgets  include  lend,  site  development 
and  landscaping,  parking  requirements,  all  non- 
construction  costs  including  architects  fees, 
■  financing,  etc- 


•  Assuming  that  these  budgets  are  met  and  the  development  costs  equal 
the  budget  allowances,  the  equity  requirements  projected  in  Table  3  will 
hold.  To  the  extent  that  the  development  costs  exceed  the  budgets  with- 
out increases  in  rent  levels  or  sales  prices,  additional  equity  would 
be  required  and  the  return  to  equity  would  be  reduced.  Conversely,  a 
reduction  in  cost  would  decrease  the  equity  requirements  and  increase 
the  return  to  equity.  . 

From  the  data  in  Table  3  it  can  be  seen  that  the  total  project  v/ould 
require  approximately  $3.5  million  in  equity.  This  amount  would  be  re- 
duced to  $2.0  million  if  the  estimated  condominium  profits  are  returned 
to  the  project. 
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Con(5oin1n1um 
Restiurant 
Hotel 
Retail 

Total 


Interim 


150  units 

1,000  seats 

500  rooms 


35,000  gr^ss  leasable 
square  feet 


Developrent-' 
Cost 

$  8.553.000 

$  1 -,938 .000     . 

$10.5<8,000 

S  l.?83.C0O 

$22,372,000' 


Pemanent-' 
C.ortgjge 
Proceeds 

$  1.463,000 
$  7.761.000 
S  1.050.000 
$10.27«.000 


Equity^ 

Rf  quire  f^nt 

$  525.000 
$2,787,000 
$  233.000 
$2,545,000 


Sales 

Revenues 

$10,052,000 
NA 


$10,062,000 


1/    Vhere  developnent  cost  equals  ;■■. 

develofx^fit  budget.  -  .    .  >  .-■. 

2/    Based  upon  economic  values.  ■■  " 

3/     Equity  requirements  for  long-term  financing.  'V'  ''-.^  [ 

A/     Since  condonlnlum  units  are  sold,  the  developer 

.lias  no  pennanent  mortgage   or  long-term  equity  requirements. 


-.  v'-*^^" 


'  '  'CONDOMINIUM  ANALYSIS 


The  interim  marketing  findings  indicate  the  feasibility  of  a  150 
unit  condominium  project  with  the  follov/ina  orice  structure:  •    • 


Unit  Type 
One  Bedroom 
One  Bedroom-Den 
Two  Bedroom 
Two  Bedroom-Den 
Three  Bedroom 


No.  of  Baths 

1-1/2 

2 

2-1/2 
;;:  2-1/2 

3 


Sales  Price 
$57,200 

$62,400 
$70,200 
$78,000 
$91,000 


Based  upon  this  price  structure  and  the  unit  mix  suggested  in 
our  interim  marketing  analysis,  the  average  sales  price  v/ould  be 
$67,080  per  unit.     Assuming  a  15  percent  builder-developer's  profit, 
normal   for  such  a  project,  the  supportable  development  cost  would  be 
$57,018  per  average  unit. 

.The  supporting  analysis  for  the  condominium  development  is  set 
forth  in  Table  4. 
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Table  4."  '  '  :'   CONDOMINIUM^  DEVELOPMENT  BUDGET 


Average  Unit  Size  >'":i'  ^^•  •^:^^^;^•^^^  ^^'  ^^' 

Average  Sales  Price  "  ".';  /•"/; -^i';. ■:'■&.'      .  •' 

Per  Square  Foot  "■"•••'•••'•'..,•■.'•;  *^^ 

•  ■  ■    '}•'••    '-.' .  *.*■•'.  ■'•  r  *■*  '    ,  ,   ■ 

Average  Per  Unit  ■.'■"- -i •-■.■•■'"■■■•■.■'•■     •                 *   '■ 

Sales  Price  .-.  \:::.-.;./.-' ^;'_    $67,080 

Less  Developers  and  '  •■'               ■"•■•■ 

Builders  Profit  of  15%                              $10.06? 


Total  Supportable  Development  Cost  $57,018 

Including  land,  site  development, 
parking,  amenities,  and  completely 
finished  structures.  •■•   ■   '■ 


.     For  the  condominium  units,  the  supportable  development  budget 
includes  not  only  land,  site  aevelopmem:,  consiruction  ana  nmsn, 
parking,  amenities,  and  typical  non-construction  costs,  but  also  in- 
cludes sales  and  advertising  costs. 


RESTAURANT 


As  previously  mentioned,  the  financial  analysis  of  the  restaurant 
was  based  upon  the  lease  of  the  facility  to  a  restauranteur.     This 
method  is  necessary  in  order  to  establish  an  "arms-length"  transaction 
required  to   ascertain  the  economic  value. 

The  analysis,  presented  1n  Table  5,  indicates  a  supportable  develop- 
rnent  cost  of  $1,987.50  per  restaurant  seat.     This  does  not  include  the 
costs  of  furniture  and  food  processing  equipment  as  these  items  are 
generally  purchased  separately  from  venders  under  negotiated  terms. 
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•;■'  ''.;;•       Table  5.     PRO  FQP.V'A  ANALYSIS  .•••'.'   •■  ••.' 

..■•■;  .'-■•■  RESTAURANT  CO'^PO'.'ENT      .  '  •'   '  ■    -  .  ' 

•■•■'  "'•!  "■■■  ■■-.  ■  •-■  ;  .<.:•••■'. 

"•   ■-.    •    ■'  ■•   ■  ■  :/•-   "  ■  Per 

■.  ■  ■  •,,'"  ;■  Restaurant  Seat 

.••I.  KET  INCOME  FPOV  OPERATIO:<  ■  -  '•  - 

A.  Estimated  Average  Annual  Gross  Sales  per  Seat 

B.  Lease  Paypent,  absolute  net  basis 

(5%  of  gross  sales)  •■  .  - 

II.  "financing  ■  ■;■.  '.  ■■■''■.,: 

A.  Economic  value  at  lOX  Capitalizaton  Rate 

•  B.  Mortgage  at  65%  of  Economic  Value 
C-  Annual  Debt  Service  at  10»  Constant 

III.  KET  CASH  FLO\'  '  •        ■■  yy-^:/^r-^ 

•  A.  Net  Income       ,    '■'.      '■'   ;' •;>"■■;'.'.. ..-V- "".i^iv, 
"-    B.  Less  Debt  Service        .','•'■■  ""'•.■-•• 

•  •  C.  Net  Cash  Flow  ■'/V'f'' '^- -,^.  '.•  i '  •■\:"  $   78.75 

•  lY.  SUPPORTABLE  PEVELOP:''Er^T  COST       -■   ;■•.-.-;;..••'.•..■.•;   ..■•. 

.a:  Supportable  Equity  from  Net  Cash  Flow^      •  _   $   525.00 

B.  Plus  Mortgage  Proceeds  ,  ■"...••'  '  .  ^  $  1,462.50 

■. .  _   C.  Total  Supportable  Development  Cost,      -  '  .  ...'  ';  • 

I''.."  ,  Including  land,  site  preparation,  structure     •  •  •    • 

.  '  '  (except  for  food  processing  equipment  and      '  '     • 

•-'..  furnishings).  ..  ■  $  1.987.50 


■  $  4,500.00 

l'-   J 

225.00 

.■  $  2,250.00 

$  1 

.462.50 

146.25 

'":i 

225.00 

P:t 

146.25 

1/  Based  upon  return  to  equity  of  15  percent. 


^-' 


The  lease  terms  specified  in  the  analysis  are  typical  for  a  facil- 
ity in  which  the  restauranteur  provides  the  furnishings  and  food  pro- 
cessing equipment  ,  and  tlie  lease  is  on  an  "absolute  net  basis",  under 
v.'hich  the  restaurant  operator  is  responsible  for  real  estate  taxes  and 
property  maintenance. 

The  estimated  average  annual  gross  sales  per  seat  are  based  upon 
the  experience  of  Anthony's  Pier  Four  and  Jimmy's  flarborside  and  repre- 
sent an  ambitious  though  achievable  goal. 
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HOTEL 


The  hotel  analysis,  like  the  restaurant  analysis,  assumes  the  lease 
of  the  structure  by  a  hotel  corporation.  This  method,  again  is  appro- 
priate for  financial  analysis  purposes.  Moreover,  it  appears  likely  that 
the  hotel  v;ould  be  operated  under  such  an  arrangement. 

The  hotel  analysis  is  set  forth  in  Table  6,  and  indicates  a  support- 
able budget  of  $21,095  per  average  unit  including  land,  site  development, 
non-construction  costs,  and  the  completed  structure  except  for  furnish- 
ings, trade  fixtures,  and  food  processing  equipment. 


TjMe  6. 


PRO  roR^'A  /^'LUYs:s 


t. 


■-  .• 

'■■■■■"'      ;.■•.;■.••"  ■.'..' 

"i 

•'.•.'-.■■-•■    .-.  -■..':':■    i     ,  .■  :^  ■■     .'. 

;■■  ■■  HOTEL  CO;TO:iEriT 

;*  ^ 

•  -•.■''■  "'  .•■','  •*    .'■  '"'t^'  •'* ''        '  '  .*,'.' 

•  ''.  ^ 

"■  =^  •■  :v/";;--- ■/^r-i''i^'"!' .■'.?.••■   " 

-'          . ' 

'■;" 

■   ..t-.-'   -..■.•"■..;■..  t.-'r-):.-'.     .■■"'-.■  • 

Esttmated  Sales 

.,■■;.•           ••■     :'.            .v-..:- ■;:,;.■:  J^.-,,' 
IN'CO'ir  FROM  OPERATION                     ■■'•■.-"■•■;. 

;■•      Per  Lfnit 

NET 

.  ■•   .  ..     ••.  •,:-^'!- • 

A. 

Averdce  Annual  Roon  Sales  at  $28.60 

■ .       •   ' 

per  day 

$  10.439 

B. 

Less  Vacancy  and  Collection  Allowance 

-  i  .'  ■•■ 

of  25  percent 

?.6io             ■  ; -' 

C. 

Annual    Incone  fron  Room  Sales 
Gros<;  Food  Salosl''      . . 

.  S    7.8^9                ..:v 

D. 

■  $     4.M7              •    :  •    ■ 

•£. 

Gross  Beverage  Sales-'                 .••.••..■ 

$,  1.957 

F. 

Total  Annual  Net  Income                  ■'■■  .'.  ?. 

■    -             .'-,...  ■■  V*.  '■ . 

lease  Terns 


Absp1uteJ(et_Lea!e  Basis 


25X 

lOX 


1)oT)ars  Per  L'nit 


J  1.957 

i       196 
%  2,388 


n.   FiKA-iciN';  :'  ■■  ■      ; :.. 

-■■     "Kl     tcoiiomlc  Value  at  10  percent  •■..■ 

Capitalization  Rate  •  ■ 

B."     Mortgage  at  65  percent  loan-to-ratio 
. :_.  value 

•"^■•.  C.     Annual  Debt  Service  at  10  percent  constant 


$23,880 

S15.522 
$  1.552 


III.     MET  CASH  Flpy  "  V-;; 

K.     Annual  .';et  Income  i' 

;    .        B.     Less  Debt  Service 
_'.'_••  '  .  C.     Net  Cash  Flow  before  Income  Tax 
.'  "  or  Depreciation 


■  If.    .• 

■  '*,'.*■• 
-J  /•-?-■■ 


$  2.388 
J  1,552 

$•-535 


lY.  .  SUPPORTAnU  I'tVELPPt'E'lT  COST       '       ■•..'•'•,;'•."'■'■:••!.■••■. 

.•  _.  K.     Supportable  Equity  fro'i  Net  Cash  Flcr<     •.■•.'•  '  •'■■.•:  ' 

■:  ■'■'  B.  Plus  Mortgage  Proceeds  •''  '  •' 

''■■'•    C.  Total  Supportable  Cost  ,'ncludlng  land,  site  develcpnent, 

and  cOT.pleted  structure(except  for  furnishings,  food 

r.rofp^<;in.j  rqinp--?nt..   ang   tra^e    futures).  


.J  Estimated  at  601  of  actual   room  sales  based  upon  Harris   Kerr  Foster  and  Company  Data. 
-   2/  Esllruted  at  25%  of  actual  room  sales  based  upon  Harris  Kerr  Foster  and  Company  Data. 


$  5.573 

515,522 
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The  estimated  average  room  rate  of  ?28.60  per  day  is  for  1973 
occupancy  and  is  expressed  in  1970  constant. dollars.  -This  rate  is 
based  upon  the  average  rates  of  the  new  Marriott  F.ptel ,  the  Sheraton 
Boston,  and  the  Sonesta  Hotel  at  Logan  Airport,  increased  by  the  average 
annual  real  growth  rate  experienced  by  new  Boston  hotels  during  the 
previous  three  years. 

The  estimates  of  food  and  beverage, sales  are  based  upon  industry 
standards  and  reflect- the  anticipated  competiton  of  the  client's  restau- 
rant. 

The  illustrative  lease  terms  reflect  industry  standards  for  such  a 
location  and  are  in  line  with  recent  negotiations  in  the  Boston  area. 


RETAIL- COMPLEX 


The  retail  facility  envisioned  in  this  analysis  is  a  "theme", 
specialty  shoppers  goods  complex  consisting  of  numerous  complementary 
shops.  Such  a  retail  configuration  appears  desirable  in  order  to  create 
a  sufficient  "critical  mass"  to  attract  shoppers  to  the  site. 

Although  the  theme  is  not  specified,  the  type  of  shops  envisioned 
are  hiqh-voluiris  specialty  stores  capable  of  supDortina  relatively  hi  ah 
rent  levels.  The  complex,  for  example,  might  feature  imports  such  as 
European  gift  items,  gourmet  foods  and  wines,  Scandinavian  furniture, 
etc.  •    .• 

The  retail  analysis  appears  in  Table  7,  and  the  rent  levels  de- 
picted in  this  analysis  represent  an  average  which  would  be  expected  for 
specialty  shoppers  goods  stores  at  this  site. 

Based  upon  this  analysis  the  retail  complex  could  support  a  total 
development  budget  of  $36.67  per  leasable  square  foot  of  retail  space. 
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Table  7.   PRO  F0R:-^A  ANALYSIS 
RETAIL  CCMPGN'ENT 


Per  Gross 
Leasable 
Square  Foot 


I.  NET  INCO^:E  FROM  OPERATION  •  :■ . 

A.  Average  Annual  Gross  Income  $  7.25 

B.  Less  Vacancy  and  Collection  Allowance  (5%)      $  .36 

C.  Plus  Maintenance  Contribution  $  »25 

D.  Total -Effective  Gross  Income  $  7.14 

-  E.  "  Less  Operating  Costs 

Operation  and  Maintenance 
Real  Estate  Taxes 

F.  Annual  Net  Income 

II.  FINANCING  '  {^'^^-S  ■■'''' ^ 

A.  Economic  Value  at  10%  Capitalization  Rate 

B.  Mortgage  at  75%  of  Economic  Value  .. 
.  '  C.  Annual  Debt  Service  at  10%  Constant 
III.  NET  CASH  FLOW   '         .  ;.      -. 

A.  Annual  Net  Income  .':_ 

B.  Less  Debt  Service 
'.  C.  Net  Cash  Flow  before  Income  Tax  or  Depreciation   $  1.00 

IV.'  SUPPORTABLE  DEVELOPMENT  COST  ■  .  . 

.-  "■   A.  Supportable  Equity  from  Net  Cash  Flow  $  6.67 

B.  Plus  Mortgage  Proceeds  $30.00 

C.  Total  Supportable  Cost,  Including  land,         $36.67 
site  development,  mall  space  Of  any), 

and  completed  structure  (except  for 
.  tenant  finishes  and  trade  finishes}. 


■viv:'.: 

$     .90 
$  2.24 

$  4.00 

'■'./-,  ;_  .  •  . 

c 

Rate 

$40.00 

•  •  ''  ■  ■ 

.  •   $30.00 

$  3.00 

$4.00 

'  •■ "  ..'■■'' 

$3.00 
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BOSTON  M^mCET  OBSERVATIONS  -  GIvADSTOM^  ASSOCI/.TES 
SOURCE:   Gladstone  Associates  Report  -  Rov;gs  VTharf 

le   BACKGROUim  ^- 

Gladstone's  market  observations  are  based  on  favorable  events 
occurring  both  in  the  Boston  metropolitem  area  and  the  City  of 
Boston, 

In  the  metropolitan  area,  the  population  is  expected  to  in- 
crease from  2.7  million  to  2,8  million  by  1975. 

»> 

In  the  City  of  Boston,  specifically  the  dovmto\'m  area,  the 
continued  strengthening  of  the  business  and  institutional  activities 
will  generate  support  for  new  facilities, 

-  Boston's  tourist  trade  continues  to  gro%7?  by  1975,  the  number 
of  tourists  visiting  the  Boston  area  are  expected  to  reach  approx- 
imately 1.25  million,  an  increase  of  more  than  400*000  from  1S70. 

I      _ 
Convention  bookings  in  Boston  for  1970  indicate  a  delegate 
attendance  of  307,000,  up  some  50,000  persons  from  a  year  ago. 

Over  3.5  million  square  feet  of  office  building  construction 
has  either  been  completed  or  committed  for  construction  during 
the  period  1968-1971.   This  increase  in  nev7  office  space  %;ill 
generate  further  increases  in  do^-mtc-m  office  employment  v.'hich  \"$ 
expected  to  reach  180,000  by  1975. 

II.   GENERTiL  I^IARI^T  OBSERVATIONS 

A,  Retail  Data 

Gladstone  concentrates  his  findings  on  the  Rowes  VTharf 
area  and  makes  no  regional  or  city  analysis.   Hov.'ever,  Gladstone's 
initial  projections  (for  the  Rowes  VTharf  Report)  of  increased 
Boston  area  population,  more  tourists,  more  conventioneers  and 
office  workers  would  appear  to  indicate  a  favorable  retail  market. 


Be  Restaurant  Data 

Gladstone  calculated  the  axmual  average  sales  per  capita 
within  the  Boston  area  and  corobined  the  latter  v;ith  population 
growth  expectancy  during  the  next  five  years.   The  findings  indicated 
an  additional  increment  of  $8.0  million  in  .eating  establishment 
revenues  by  1974,   Based  upon  average  annual  sales  rates  per 
restaurant  seat  and  increased  patronage  level  from  all  sources, 
an  estimated  total  net  demand  for  3,000-4,000  additional  seats 
was  determined.  Many  of  these  would  be  in  small  and  convenience- 
type  eating  establishm.ents  catering  to  the  lunch  time  and  high- 
turnover  trade. 

C.  Hotel  Data 


Gladstone  estimated  a  demand  jEorJl , 350-2 , OOO^additional 
quality  hotel  rooms  during  the  next  (^ive_years/ in  the  Boston  area, 
as  of  February,  1970.   This  estimate  v/as  based  upon  knov/ledge  of 
the  actual  status  of  hotels  under  construction  and  proposed. 

Gladstone's  demand  can  be  reduced  to  800-1^500  based  on 
the  certainty  of  the  development  of  the  534  room  C^^nial  Inn  in 
East  Boston. 

In  February,  Gladstone  alsc/ estimated  a  present  potenticil 
undersupply  of  400-900  quality  hot/;!  rooms  based  on  the  Boston 
area's  present  high  levels  of  dem^kstrated  hotel  occupancy.   This 
undersupply  can  be  reduced  to [125-625  based  on  the  recent  opening 
of  a  Hov;ard  Johnson  motel  at  Gatev;ay  Center  in  Nev.'ton.   Ho\',:ever, 
the  iirjTiinent  closing  of  the  Somerset  Hotel  v/ill  add  350  units  to 
this  undersupply. 

\y  Proposals  for  new  hotel-motel  facilities  as  of  June,  1970, 
total  3,640' units.  These  proposals,  if  actually  formalized,  will 
easily  saturate  Gladstone's  estimated  demand.   Therefore,  all 
proposals  current  and  future  should  be  carefully  evaluated  in  terms 
of  where  the  City  v;ould  like  development  of  this  nature  to  occur. 

D,   Condominium  Data    ■      •     • 

The  condominium  experience  in  Boston  is  very  limited. 
Less  than  100  units  have  entered  the  market  since  the  inception 
of  the  Massachusetts'  condominium  law.   In  general.  Now  England 
markets  have  not  been  highly  receptive  to  the  condominium  concept. 
Gladstone  recooimends  that  strong  promotion  and  market  "education" 
are  needed  to  offset  market  resistcuice  and  to  achieve  high 
absorption  results. 


/ 

As  Boston's  dovmtov.Ti  area  continues  to  exhibit  an 
improved  urban  environment  through  the  renewal  process,  a  trend 
for  high  quality  housing,  Gladstone  feels,  will  undoubtedly 
emerge.   Survey  results  from  field,  observations,  by  Gladstone, 
of  existing  rental  projects  in  the  Boston  market  indicated  that 
the  view  orientation  is  a  strong  inducement  of  dbsorption, 
and  conversely,  lack  of  view  severely  deters  unit  acceptance. 

A  negative  factor  to  condominium  development  is  that 
ownership  costs  for  condominium  units  appear  to  be  significantly 
higher  than  for  a  comparable  rental  unit.   Gladstone  feels  this 
factor  may  be  offset  if  rent  control  legislation,  now  primarily 
applicable  to  moderate  and  lov.-er  rental  units,  is  extended  to 
include  higher-priced  rental  units. 

The  shifting  of  consiomption  patterns  of  apartm.ent  units 
to  a  condominium  vehicle  to  avoid  the  rent  control  impact  could 
result  from  such  an  extension, 

III.   SUMI'lARY 

In  summary,  Gladstone  sees  the  market  for  retail  and 
restaurant  development  as  favorable.  Hov/ever,  the  hotel  marlcet, 
currently  undersupplied,  has  a  possibility  of  being  saturated 
within  the  next  five  years  based  on  findings  by  Gladstone  and 
an  assessment  of  recent  proposals.  Therefore,  careful  v.-eighing 
of  the  appropriateness  of  current  and  future  proposals  would 
appear  necessary.   The  market  for  condominiums  is  seen  as  less 
than  favorable  due  mainly  to  the  high  costs  of  owiership. 


/ 


SL^C'irjvZs      GUU)£.-7C::i2  R01,-E3  ^2I?\RF  FXPOIT? 


Tho  P.cT-crt  Claclrr'ccno  raiJ  ?insc?cdatcc  rc-port  contcmis  a  ccrloa 
of  JUitcrir.i  narlxt  ct'ui-Jlies  v/rittcn  b-ntv-oc-a  .Jr^nuary  cUi4  linrc'i  of 
this  ycnr*     li^ho  stuuiors  extiutiir.e  tho  fcr.nibility  of  ths  najcr 
ccinponentG  of  tI:-3  prcpoccd  Ro\-n3  1,'acirf  Covolcnmcnt,     Tho  nictjor 
conpcncnbs  i.-o./iticuarA  in  tho  roport  aro  z:-^-2cicilty  retail ^ 
rcctCiUr.-ut,   hotel  t^iiu  condcrrdniui^  davclcT*r,i3nt5,     Of  par-ci.cul'jy: 
Vtiluo  is  t':.o  iur.^iycis  of  tlao  nrJ^Itcts  in.  ircnton  Zlctropolit'.n  ores 
for  tli3  cibovo  co:.ipc::cnto»  c:cciuding  crpccizxlty  retail  ccvclov,:.;2;^b, 

2J<2lo*v^  is  a  Guruviary  of  tha  Gladctcna  fincJinga  by  dGvclop-acnt 
ca-Ttponont  • 

!•     PxCtcil  rizvilings  ..•■;.■'.' 

A,     PvO\^GS  tv'hca'f  ■  Site  .  . 

LittlG  cpportitnities:  vroro  Gnvisionod  for  tl:e  Uoa-,*sn  H-.srf 
site  iix  tcr::as  of  ga2ieratin.g  major  retail  volun^,     This  is  duo 
to  thG  r.^arnoca  of  tho  rdta  to  tho  dOontc-Tn  dropping  nrcss* 
elicited  crvcciaity  zrtoron  uTiA  nho^s,  bo-.tivor,  vjoro  conGidcrod 
apprcpriata *     'Xiac-^  npc-cialtv  retail  i'acilitica  %^ov.2.a  cGrvo 
nearby  ci'ficc  \cc>::'.cr^,  trr.ncic:its  i:t-~ying  ia  the  pro-poDoci 
hotels   and  tovtrisis.     Gl[:c3Gtcno  rooc:::^u^r-C'ad  30-40,000  r-riiairo 
feet  of  rcw::JJL  rpsicG  for  ?i(^cGS  V2iairfe     h  typicrJL  retail 
ccnfirmrrticn  v/h.o  c'csarix-ric!.     Ko  tirav*  period  for  devclcpiijtjnt 
vas  iudicatc;^  en.:;  no  c;ctror>olit£ia  cnaiysis  v?ao  ina^.ucicd, 

II,     Rsctjiiircint  rindinga 

A.     Boston  :totropolit:in  Ari;a 

The  tctr.l  net  deimcncl  for  inarcacnd  rcctaurruit  cpaco, 
eccorciing  to  Clc.CztonQt  v.dll  cquol  approxitnntcly  4,500  cor.tc 
bOtv.'nGii  197C-1975,     TJiis  figi^ro  ia  3;nuGc»  on  projected  popvJ-Liticn 
incrcasoa  rjad  dirolacGinont  of  eating  places  by  public  acrtion. 

D.     Doctcn  Central  Busiaicaa  District 

Saioa  forccnzta  indicr^tcd  a  ccrnnnd  for  r.n  r.dditxonral 
i,800  rcDta  0'>o;c  tho  nc:ct;  fiva  years.     Eow?.vor,   a  ccparato 
ario'lycic:  of  catii^^.g  and  drlTiJcing  c-;iic3  for  r.erxby  do'.mtC''.,'n 
crnplcycca  indicated  a  r.ocd  for  cvn  additioniil  1,300  eoatc. 
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Thcroforo,  Cladrtono  folt  there  vras  a  larger  ovGrr.ll 
dc.f-nnd  than  1,G00  ^Dnto,  fsn  cstii::isto  or  3,000-4,000 
additionoL  ccats  over  tho  xxatt  five  yojiro  v:q3  given. 

Glaactcnci  felt  that  opporki>;n,itica  for  octclbli^.I^lng 
a  major  roc-i:::r.rr;nt  facility  v/orc  cjrccllcnt  because  of 
the  Gitc*s  prozciroity  to  dc--;ato'w-a  and  touriet  attractiona* 

Fivo  trJ:i.lc3  oro  nttcichcd  pro^ddiiicj  informatioji  en 
^ich  Giadctorjs  bcijscd  liis  GCtinuxuCO, 


HI.     Eotel  Findings 


.'.>■• 


A,     SJiort  Tcra  Dcn^oncJ  for  Quality  Hotel  Cpaoa  In  Dootont 

CcinibricJ90  c^iii  Vicinity  .     .    , 

Gla<2stor;-r2  cctinotcd  a  demand  for  1,350-2,000  nc'diticnaX 
quality  hotel  ror^.o  in  tho  nrca  curing  t.he  next  five  year  a. 
Bnsea  upon  prci^nt  levels  of  ccr.-.onotrcitccl  hotel  occupsncy, 
a  poUentieil  v.l^ac;r  ouppJ.y  of  sonto  400-900  qutsiity  hotel 
rocrr.3  i^a%»  ejiij^tc  ill  I5c-3ton»     A  listing  of  vr.ricuG  hotel 
proposals,  gs  of  February',  1070  ciro  given.     St  is  Gtrcoscd 
that  th3  actual  cfoaotruction  of  till  tho  proponed  hotels 
io  not  cortaia,  .  ...^r-i- 

Baccd  con  narkct  findings,  Gladetons  indicated  tliat  a 
400-5GO  unit  hcriol  for  niarJcct  entry  ill  1073  v.rac  fcssiblo 
at  V.ovrza  ir.iarf «     Assets  of  tha  cite  aro  its  nscmess  to 
toiirict  attrr.cticn.3,  cmploymont  centers,  rJid  ito  accoss— 
ibility  to  tJA-uicroortiition  facilities,     lOarkat  entry  in 
1973  v;ill  prc^riao  a  strong  cor.pctitivo  po.^uro  cinco  moat 
of  tho  hotels  currciitly  propocod  \d-ll  not  bo  opened  by 
that  data, 

rour  tDblcG  aro  attached  vitli  baOcground  information 
ucod  by  Giadotono  to  forraiaatQ  liis  findingc.-- 


•*  3  "•  /■...■ 
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jf^*     Dcscribr^cl  tho  progrcifn  possibilities  for  dcn'oloornent 
.of  concIc.-aixi:".uni  and  cooperativo  opoiir{;:::c:ita  at  Kc-.v'cs  Kiiarf. 

8.     Proccnted  altcmato  design  end  roarkcting  edicn^s  to 
achieve  Vcirying  Icvclc  cf  dcncity  and  gcoIq,     Tiraing 
inplicatiCi-is  v;orc  ^J.so  diucuiicod^ 

In  addition,  Gi<idalxona*G  narlcct  obcGrvaticns  detail 
tha  has^ardo  ttod  potent i-rvl  of  ccr.;3onrLni.x;:ai  dovolopnicint^ 

.        i  ■  ,  n^^si^  '■='''■[ 

!♦     Concloniiiium  c;r:>ericnco  in  Bcjjtcn  io  vary  liaoitcd 
and  Ucx-f.  J^nglrjid  houcirig  nariiotD  hc;v3  generally  not 

boen  higliiy  receptive  to  tho  conclccaiiiiun  concept* 

■  I 

I 

2«     2'ho  cito  aiTid  its  ciirroj.'.ndings  have  not  bictoricallv 
evidencec}  ai)5:iii:ie::u-it  houoiiig  activity » 

3,  Coriyr,titic:i  r-hould  bo  cignificcmit  OEpccl£>lly  .  from 
the  Dr^cG:  Bay  v.-horo  a  200  unit  co:ii3oivinii;si  io  proposed 
for  riarket  cr.tr^'  in  1971-1972. 

4»     O^sTiordiip  costs  for  condoriiiniuci  unitjj  ro:5P-sr  to 
bo  eignificrjitiy  higlior  than  for  a  ccmparablo  rental 
unite 

!•     PvOcont  vratcrfrorit  convorDiona  of  noii-rcsidential 
propcrfcico  havo  jichicvccl  EUccoGfifvil  pxirkct  accoptrinco 
and  \irbcvn.  rcncVv'oX  choixlC  coritributo  to'v/cird  a  trend 
for  high  quality  housing. 

2.     Hcnt  control  nrovlciona,   if  c:ctondc(3  to  includa  higher 
pric-^d  rental  imito,  mriy  curtail  rental  npartir.cnt  pro- 
duotica  cJid  chift  conciuuption  pattcrna  of  ?prJt'tmont  units 
to  a  condCTjiiiivua  vehicle  to  avoid  tho  rent  control  ir."^act. 


3'a.ff?. 
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